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FOREWORD 



The National Capital Outlay Project, a special study 
of the National Educational Finance Project, was undertaken 
on April 1, 1969. The research project was funded pursuant 
to provisions of Title V Section 505 of Public Law 89-10, the 
Elementary and Secondary Education Act. The contract was 
between the Florida State Department of Education and the 
School of Education, Indiana University. Responsibility for 
the capital outlay research study was assumed by the Bureau 
of Surveys and Administrative Studies of the Indiana University 
School of Education. 

The general purpose of the National Capital Outlay 
Project was to investigate the legal basis, procedures and 
practices utilized by the 50 states in providing funds for 
public school construction and related debt service. A 
specific purpose was the generation of a series of capital 
outlay finance models which could be used by the states in 
allocating loans or grants for construction of public ele- 
mentary and secondary schools. 

Among researchers from other universities and public 
school systems who participated in the project were: 

David Alexander, Western Kentucky University 
Louis Battin, Macomb, Illinois Public Schools 
Stanley Cole, Colorado State University 
Aaron T. Lindley, Consultant, Lafayette, Indiana 



Jerry L. Robbins, Indiana University 

G. Kent Stewart, Montgomery County, Maryland 
Public Schools 

Wm. F. Stimeling, Racine, Wisconsin Public Schools 

We extend our sincere appreciation to these colleagues 
who made field trips to the states, participated in work- 
shops, and organized and prepared materials for the project. 

We also wish to thank economists from Indiana State University, 
Philip G. Bibo, Woodrow Wilson Creason, and Duane L. Sorensen, 
who supplied economic data and projections. 

We join the project writers in thanking Mrs. Juanita 

Coyle, who organized and prepared the materials, working 

papers and the final published report. 

W. Monfort Barr 
K. Forbis Jordan 
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CHAPTER I 



POSTWAR FINANCING OF PUBLIC 
SCHOOL FACILITIES 



The quarter of a century since World War II has seen 
an unprecedented increase in construction of public ele- 
mentary and secondary school facilities, an increase which 
has far exceeded the school building boom of the 1920 's. 
Classrooms completed through the decade ending in 1967-68 
totaled 697,646, an annual average of nearly 70,000 rooms, 
but a deficit of 519,300 remained according to a 1968 study 
by the Office of Education."*’ 

A backlog of needed school construction accumulated 
during the depression of the 1930's and during the years of 
World War II. Antiquated and obsolete school facilities 
which normally would have been replaced were still in use 
as the nation faced a period of enrollment increases. 

Public school enrollment increased from 25 million in 
1948-49 to 46 million in 1968-69. Major enrollment increases 
had occurred and changing educational programs also had 
increased both space and equipment needs. In recent years 
early childhood education programs, increased laboratory 



^National Center for School Statistics, United States 
Office of Education, Projections of Educational Statistics 
to 1977-78, Government Printing Office, Washington, D. C. , 
1968, p. 87. 



Task Force on Public School Facilities Needs, Office 
of Education, Projections of Public School Facilities Needs , 
1968 -69 Through 1972-73 , Congressional Record , July 18, 1968, 
no . 124 . 
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science offerings, foreign language laboratory needs, 
education of the handicapped, compensatory education for 
the disadvantaged, and vocational, technical, and adult 
education have required more square feet per pupil, more 
special equipment and hardware, and more complex arrangement 
of facilities than was customary in former years. 

Various other conditions have also contributed to the 
expanding need for school facilities. Local school district 
reorganization has resulted in the need for replacement of 
small, uneconomical, and educationally inadequate school 
buildings throughout the nation. Migration from rural to 
urban and suburban areas has had a major impact on the need 
for school facilities, on their location, and on their size. 

Nonpublic schools are no longer financially able to 
house and educate the increasing number who seek admission. 

A recent study by the National Catholic Education Association 
revealed that Catholic parochial schools will enroll fewer 
pupils in 1969-70 than at any time in recent years, an 
estimated ten percent fewer than in 1967-68. A bid for tax 
funds in support of private schools was waged in 1969 in at 
least 26 states. The strong resistance in many states to the 
use of tax funds by nonpublic schools has resulted, according 
to the study, in limited enrollment, consolidation or closing 
of from 200 to 400 schools in one year, and a corresponding 
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increase in public school operating costs and school facilities 

, 2 
needs . 

Provision of school facilities in urban areas has 
been affected by the residential decline in the inner city, 
civil rights problems, existence of school buildings in illogi- 
cal locations, urban renewal, and difficulties encountered 
in locating suitable sites for new buildings at a reasonable 
cost . 

The decreased purchasing power of the dollar has 
further complicated the problem of providing elementary and 
secondary school facilities. Provision of sites, labor, 
building materials and equipment have each been affected by 
postwar inflation. 

Enrollment increases, backlog of needed construction, 
curricular innovations, social change, and migration have 
played a significant part in the changing need for public 
school facilities while inflation was resulting in ever 
increasing costs. 

In an attempt to meet public school facility needs, 
school capital outlay in the nation increased from' $1.0 
billion in 1948-49 to an estimated $4.7 billion in 1968-69. 
Total debt for public school facilities in 1968-69 exceeded 
$30 billion and annual outlay for interest exceeded $1 
billion. During the years following World War II, current 

2 

United Press International release, August 23, 1969. 
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expenditures for public elementary and secondary schools 

increased from $4.2 billion in 1948-49 to $28.2 billion in 
3 

1968-69. Fiscal policy has generally favored pay-as-you-go 
financing of the operation of public schools, but has encour- 
aged long-term indebtedness for provision of funds for sites, 
facilities, and equipment. 

Prior to World War II bond issues had been the 
principal method of providing funds for school construction 
and heavy reliance had been placed on property tax revenues 
as the source of funds for debt retirement and interest 
payments. Only a few states, Delaware and New York in parti- 
cular, had made any significant attempts to provide funds 
for school construction or debt service from state non- 
property tax sources. In fact, many states were at that 
time relying on property taxation as a source of state tax 
revenues . 

Economic conditions in 1945 were conducive to shifts 
in state fiscal policy. Many state budgets were in a healthy 
condition following a lengthy moratorium on public con- 
struction. State and local debt had been reduced and a 
number of states had regained a substantial leeway for state 
and local borrowing. These conditions were conducive to 
shifts in state policy regarding appropriate methods of 
funding public school construction. 

3 

U. S. Office of Education, Digest of Educational 
Statistics , 1969, Washington, D. C. 
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The need for school construction was readily apparent. 
State after state initiated orderly planning for school con- 
struction, spurred in part by the provisions of federal acts 
encouraging planning for postwar public construction. State 
departments of education were providing divisions for school- 
house planning, existing district organization was being re- 
viewed, and state and local fiscal policy pertinent to funding 
construction was reassessed. state grants and loan funds were 
initiated; school building authorities were being formed in 
some states, principally as a means of avoiding restrictive 
debt limits. 

State school codes were cluttered with provisions which 
served as severe deterrents to local public school construction. 
Many of the deterrents were constitutional and extremely 
difficult, in some states, to amend. Among major deterrents 
were school district debt limits, tax rate limits which af- 
fected local ability to provide adequate debt service, specific 
requirements for annual level debt service payments, use of 
sinking funds, and similar arbitrary restrictions which often 
prevented the use of a flexible approach to financing of 
school construction. 
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An Acute Problem 

The problem of obtaining funds for construction of 
public elementary and secondary school facilities in the 
1970 's is acute. The meager participation of the Federal 
government in financing school construction reflects no 
recognizable policy, as has been exhibited in other 
public construction such as urban renewal, rural develop- 
ment, housing, hospitals, interstate highways, airports, 
and college dormitories . 



State and Local . State grant or loan programs for 
public school construction do not exist in some states, are 
not geared to changing economic conditions in others, and 
fail to recognize or conform to state and local tax systems 
in others. State school codes are cluttered with obsolete 
deterrents to the provision of local funds for school con- 
struction. States issue bonds for school purposes in a 
municipal market which has insufficient funds to meet demand, 
often overlooking billions in retirement funds, permanent 
funds and other state investments which are excellent sources 
of loan funds for school construction. 

Throughout the nation the recent practice has been 
that at least half of the school bond proposals are rejected 
by the voters. Of those approved many have been unable to 
find a buyer even at inflated interest rates. ^ State and 



New York Times , 
January 12, 1970. 
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local bonds are being offered in a market characterized by 
the highest interest rates in a hundred years, partly as a 
result of unprecedented demand, partly as a result of economic 
conditions, and certainly influenced by federal anti-inflation 
policy. 



Federal . Federal policy has restricted the percentage 
of municipals which may be held by commercial banks. The 
Federal Reserve Board has sharply increased the rediscount 
rate on loans to member banks, an anti-inflation tactic which 
has resulted in increased rates on new municipal bond issues 
and general increases in interest rates for all types of 
borrowing. The February 8, 1970 issue of the Washington Post 
predicted a shift in the tight-money policy of the Federal 
Reserve Board. Such a shift, if it develops, would help to 
loosen the straight jacket which now prevents marketing of 
many municipal bond issues. 

The Federal government has never been deeply involved 
in the financing of public elementary and secondary school 
facilities, although as early as the time of the Treaty of 
Paris in 1783 the principal use of public lands for internal 
improvements, schools, and other common benefits of the state 
had been proposed. During the depression of the 1930's some 
Federal funds were made available for school construction. 
Minor sources of Federal funds for rehabilitation, equipment, 
and some public school construction since 1950 have been 

O 
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Public Law 815, the National Defense Education Act, the 
Elementary and Secondary Education Act, and acts concerned 
with disasters, jurban renewal, and civil defense. A more 
extensive discussion may be found in Chapter VI of this 
report. 

No attempt to meet these grievious problems by concerted 
federal, state, and local action appears on the horizon. 

Unless some coordination between the Federal government and 
the states and between the states and local school districts 
in arriving at an effective solution of the problems mentioned 
above and other problems of equal import is attained, it is 
probable that many areas of the nation may face a moratorium 
on public school construction even more severe than the 
virtual moratorium of the 1930 's and early 1940 's. 

An exhaustive study of capital outlay and debt service 
needs of local school districts is long overdue. Possibili- 
ties of cooperative action by all levels of government, the 
flexibility of allocation of resources both from governmental 
and nongovernmental sources, and exploration of possible uses 
of appropriated, borrowed, and invested funds should be ex- 
amined. 



National Educational Finance Project 

The National Educational Finance Project is a co- 
operative arrangement funded principally pursuant to Title V, 
Section 505 of the Elementary and Secondary Education Act. 
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Involved are state departments of education, universities, 
and the United States Office of Education. The project is 
the first significant attack on the nationwide problems of 
financing public schools since the early 1930 's. Three 
major objectives of the study are: 

1. Identification and measurement of deviations in 
educational needs among children in the various districts 
and states . 

2. Comparison of varied educational needs with the 
financial ability of districts and states. 

3. Creation and analysis of the strength and weak- 
nesses of alternate models of allocation of; school funds. 

Conventional approaches to financing education are 
at this time justifiably subject to attack. They have 
resulted in great disparities in educational opportunity 
among the districts and states. They are accused of ignoring 
the realities of economic change, existing tax systems, and 
available sources of revenue. Conventional approaches are 
often ill-adapted to the types of district organization which 
have emerged as a result of reorganization of school districts 
during the 1960's. 

The National Educational Finance Project Committee 
consists of five nationally prominent educational finance 
specialists. The Advisory Committee includes representatives 
of the Education Commission of the States, The Advisory 
Commission on Intergovernmental Relations, The United States 
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Office of Education, and The National Education Association. 

The Coordinating Committee consists of the chief state school 
officers of nine states, Florida, Michigan, Minnesota, New 
Hampshire, New York, Oregon, Tennessee, Texas, and Utah. The 
administering state is Florida and the national headquarters 
of the study is located at Gainesville. The director of the 
project is Dr. R. L. Johns of the University of Florida. 

An important aspect of the study was the inclusion 

of in-depth "satellite” studies conducted by researchers in 

universities throughout the nation. The output of the 

preliminary year of the National Educational Finance Project 

was made; available to the researchers involved in the satellite 

research projects. In turn, the findings and conclusions of 

the satellite projects will be made available to the parent 1 

Y‘ 

project for final development, testing, and analysis of | 

alternate school finance models. 

The National Capital Outlay Project 

The National Capital Outlay Project, a satellite 
research project of the National Educational Finance Project 
was funded from Title V, Section 505, of the National Ele- 
mentary and Secondary Education Act. The research project 
was the responsibility of the Bureau of Surveys and Ad- 
ministrative Studies, School of Education, Indiana University 
in close cooperation with several midwestern universities. 
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The project was authorized as of April 1, 1969 and 
was completed on May 31, 1970. The research report was 
published by the Bureau and is available for limited distri- 
bution. Findings, of course, will be utilized in the final 
phase of the National Educational Finance Project. 

The project was conducted with the close cooperation 
of the project committee, the central staff, and the advisory 
committee of the National Educational Finance Project, in- 
cluding the Advisory Commission on Intergovernmental Relations, 
the United States Office of Education, the Educational Com- 
mission of the States, and The National Education Association. 

Purpose . The purpose of the National Capital Outlay 
Project was to strengthen state departments of education by 
bringing together from the 50 states the legal basis, pro- 
cedures, and practices utilized in providing funds for public 
school construction, related debt service, and rental pay- 
ments. Capital outlay finance models among the states were 
analyzed and new models were developed to determine needs 
and to provide for equitable utilization of funds from all 
available sources. 

Importance of the Project . An estimated $4.7 billion 
was spent during 1968-69 for public school facilities, of 
which about 52 percent was raised through the sale of bonds. 
Local school debt had increased to $30 billion by June 30, 

1969; interest payments were exceeding $1 billion annually. 
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A 1968 United States Office of Education projection of public 
school classroom needs indicated that more than 145,000 new 
classrooms would be needed annually through 1973 in order 
to replace unsatisfactory classrooms, to reduce overcrowding, 

and to meet space needs of educational programs related to 

. 5 

our societal needs in the 1970's. 

Among the 50 states, methods of providing funds for 
public school facilities ranged from major state participation 
to little or no state involvement. This facet of finance 
affords an opportunity for state departments of education to 
strengthen their participation and to assist state legislative 
bodies and the Congress in financing school facilities by 
devising viable fiscal models for distribution or advance of 
nonproperty tax funds which can afford significant relief to 
school budgetary demands on local property taxes. 

Design of the Study . The research in financing public 
school capital outlays included several activities. As 
an input, the satellite project utilized, to the extent that 
it was available from the parent project, a synthesis of 
systems analysis concepts to identify educational needs, 
since school construction should be planned to meet identified 
characteristics of educational need. Funds required for 
construction and debt service were both analyzed to assist 
in the development of financial models which differentiate 

^ The Congressional Record , "Projections of Public 
School Facilities Needs,” Washington, D. C. , July 18, 1968. 

O 
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between the educational needs of identifiable target 
populations to be served. 

Among the target groups for which characteristics of 
educational needs were sought in the investigations of the 
parent project were the following: 

1. Programs for regular elementary and secondary 
school pupils 

2 . Programs for early childhood education (pre 
first grade) 

3. Programs for educating exceptional children 
(gifted or behaviorally disabled children) 

4. Programs for compensatory education (culturally 
handicapped children) 

5. Programs for vocational and technical education 

6. Programs for junior college education 

7. Programs for adult and continuing (non-college) 
education 

8. Programs for school food services. 

Each of these studies sought to: (1) identify or 

develop criteria for identifying the target population to 
be served, (2) develop accurate estimates of the number of 
persons in each of the target groups, (3) indicate the nature 
of the educational programs needed to meet— feheni'Seds of each 
target group, i.e., how they differ from the basic educational 
program and (4) determine the cost differentials implicit 
in such programs. 



0 
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The first step of the satellite project on capital 
outlay, April 1 through May 30, 1969, was a planning phase. 

The papers prepared for the National Educational Finance 
Project which defined the characteristics of need were care- 
fully studied by those engaged in the satellite project. 

This served to orient those responsible for the satellite 
project with material which was germane to the overall project. 

The second phase of the project, July 1 through October 
31, 1969, was devoted to gathering pertinent data related to 
the financing of school facilities. In addition to data 
available from educational agencies, the research and publi- 
cations of economists, public finance specialists, and 
political scientists were reviewed. Among sources of 
published research in school capital outlay were: 

The Advisory Commission on Intergovernmental Relations 
The Tax Journal 

The Educational Commission of the States 

The Political Science Quarterly 

School Management 

The Department of Commerce 

The United States Office of Education. 

Concurrent with this part of the project, the consti- 
tutional provisions, acts, rules, and regulations of the 50 
states and the nation were reviewed, with emphasis on their 
effect on facilities construction, indebtedness, rentals. 




lease-rentals, lease-purchase, and debt service related to 
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school construction. State practices which facilitated school 
construction as well as practices recommended in research 
findings were examined. 

Researchers of the satellite project group investigated 
capital outlay finance programs in selected states which had 
made outstanding progress in state grant or loan programs. A 
major area of investigation was the examination of the economy 
of selected states, the education code, and the political 
climate which had resulted, for example, in a loan program in 
California, matching grants in Washington, and an authority 
in Georgia. Financing school facilities in a number of states 
involved revenues from the private sector of the economy as 
well as the public sector. This condition existed in at least 
nine states, according to recent unpublished research. 

Researchers from six midwestern universities supplied 
consultants for this phase of the project. The data in their 
files, prepared for foundations, state agencies, and Con- 
gressional hearings, supplemented by personal visits to a 
number of states, assisted these individuals in further in- 
vestigations involved in this project. 

During this phase, July 1 through October 31, 1969, 
activities were conducted simultaneously by researchers in 
the six cooperating institutions. Existing or proposed 
financial models for allocation and distribution of state and 
federal funds were determined. Included were the examination 

of use of county, municipal, and regional (within a state) 

O 
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financial resources for capital outlay and attendant debt 
services and rentals. In the study of existing and proposed 
state and federal programs particular attention was given tc 
such matters as equity and responsiveness to various educational 
and sociological problems and needs. This phase also included 
examination of any developing concepts for use of funds from 
the private sector of the economy as a source of funds for 
capital outlays. 

Activities in the final phase of the project, November 
1, 1969 through May 31, 1970, involved the refinement and 
analysis of existing financial models for provision of funds 
for public school facilities. The central feature of this 
phase was the invention and generation of new models which 
may be used to allocate funds for public school facilities. 
Alternative approaches for distributing and allocating funds 
from varied sources were reviewed and analyzed. Concepts 
and theories from public finance, political science, and 
corporate finance were utilized extensively in the generation 
of these alternative methods. 

Many financial concepts which have been studied and 
proposed lie buried in the literature. Often researchers 
in disciplines other than school finance have developed 
material germane to financial models for measurement of need, 
utilization of revenue sources, and distribution of funds. 

Many suggestions for dealing with the fiscal problems of 
large cities exist. These were examined with particular 
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emphasis on public school capital outlay. Various facets 
of the study included a depth review of the need for additional 
general classroom space, need for specialized equipment, 
creation of target schools, utilization of air rights, and 
cooperative private and public construction. 

The capital outlay project included study of capital 
outlay and/or debt service for public elementary and secondary 
school facilities. Capital outlay for transportation was not 
included. Junior and community college capital outlay needs 
did not fall within the province of the study. 

The output of this project was made available to the 
National Educational Finance Project on May 31, 1970 in 
order that the various capital outlay finance models might 
be coordinated with finance models for current operation. 

The staff of the National Educational Finance Project, during 
its final phase, will test various integrated finance models 
which will provide for harnessing the fiscal resources of 
local school districts, states, and the Federal government 
in order to provide adequate funds for the public school 
educational programs and services needed to serve the diverse 
educational needs of each of the states. 

Methods and Arrangements . The research activities 
were subdivided among the professors involved, meeting as 
needed to coordinate their activities. Trips by each member 
of the group to selected states were made. Members of the 

satellite project staff met frequently with staff members of 

O 




18 



the National Educational Finance Project and with the Project 
Committee, the Advisory Committee, and the Coordinating Com- 
mittee as well as with representatives of the Office of 
Construction Service, United States Office of Education. 

Related Research 

Research in the financing of school buildings has been 
limited, at least on a national basis. Many state studies 
have been conducted and many expedients have been devised. 

A few studies have attempted to incorporate a finance model 
for capital outlay with the major state support program in 
a state . 

Cubberley's^ monumental work which examined the apportion- 
ment of state funds defined the theory of equalization of tax 
support and the theory of reward by the state for outstanding 
local effort. The theories were developed from his examina- 
tion of emerging practices and were applied in the finance 
programs of a number of states during the two aecades following 
his study. 

7 

Updegraff, in an early study in New York state, favored 
a variable-level equalized foundation support program. The 
plan, in effect, offered an incentive to districts which chose 

6 

Cubberley, Ellwood P. , School Funds and their Apportion - 
ment , Teachert College, Columbia University, New York, 1905. 

7 

Updegraff, Harlan, Rural School Survey of New York 
State ; Financial Support , Ithaca, New York, 1922. 




19 



to spend above the foundation, since additional local ex- 
penditures were supported by the state in the same percentage 
as was the foundation amount. Elements of this plan were 
eventually utilized by Fowlkes in Wisconsin, and by Mort in 

Rhode Island and to a limited extent in New York. 

8 

The Strayer-Haig concept of a minimum foundation 
program stressed equalization of educational opportunity 
rather than equalization of the local tax burden. To this 
end a state should adopt an educational program which should 
be available to all schools in the state. A system of 
variable state grants should be provided to assure sufficient 
funds to supplement uniform local tax effort. This concept 
provided a rationale for distribution of state funds in con- 
trast with sporadic efforts which had been prevalent in the 
first two decades of the century. Mort and his students were 
instrumental in developing programs of state support to 
implement the concept. A number of states have developed 
programs for cooperative support by localities and states of 
public school capital outlay within the framework of the 
foundation program concept. 

Q 

A significant study, directed by Mort, considered the. 
educational finance problems of the entire nation. The National 

^Strayer, George D. , and Haig, Robert M. , The Financing 
of Education in the State of New York , Educational Finance 
Inquiry Commission, vol. 1, The MacMillan Company, New York, 1923. 

g 

Mort, Paul R. , et. al . , State Support for Public 
Education . (Report of the National Survey of School Finance) , 
Washington, D. C. : American Council on Education, 1933. 

O 
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Survey of School Finance further refined the rationale for 
cooperative local and state financial support and developed 
financial programs, based on the research during the ten year 
period following the development of the 3trayer-Haig model. 
Principles and criteria were developed which proved invaluable 
in assisting states in the development of more satisfactory 
state finance programs . 

Mort’s hypothesis that capital outlay bore a direct 
relationship to current expenditure was tested by Grossnickle"^ 
in New Jersey. During a ten year period, debt service and 
current expenditure bore a fixed relationship, 14 percent, 
in districts spending $3,000 or less per teacher. A curvi- 
linear relationship existed in districts having higher ex- 
penditures . 

Adams'^, in an early study in Kentucky, developed 
objective measures of capital needs of local school districts. 

A fixed percentage of the cost of local facilities was sug- 
gested as the measure of need. This amount, which represented 
depreciation over a period of approximately 33 years , was to 
be supported jointly by the proceeds from a uniform local 
tax rate and state grants sufficient to meet the remainder 

10 

Grossnickle, Foster E. , Capital Outlay in Relation 
to a States 1 Minimum Educational Program , Bureau of Publi- 
cations, Teachers College, Columbia University, New York, 1931. 

Adams, Jesse E. , A Study in the Equalization of 
Educational Opportunity in Kentucky , Bulletin of the University 
of Kentucky, Lexington, September, 1928. 
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of the need. Several states now include some modification 

of this model in their state support plans. 

12 

Weller examined the state support programs for 
capital outlay in nine states. Three other states had loan 
funds for school construction. Delaware granted substantial 
amounts. Alabama and Arkansas included capital outlay in 
their foundation programs. New York provided funds for 
central school districts. Flat grants, matching grants, 
variable grants, and revolving loan funds were utilized. 
Incentives for elimination of small school districts and for 
property tax relief were utilized in these mid-depression 
programs . 

13 

Morrison concluded that public schools, a state 
responsibility, could best be administered by the state. 

His fiscal corollary envisioned financial support by the 
state, rather than by local school districts. This concept, 
a number of years later, was adopted by the state of Hawaii. 
State funds are supplemented by federal grants for which 
the state qualifies. 

Lindman^ developed an equalized matching plan for 
state support of capital outlay in Washington. Reorganization 

12 Weller, Gerald L., State Equalization of Capital 
Outlays for Public School Building* ) University of Southern 
California Press, Los Angeles , 1940 . 

^Morrison, Henry C. , School Revenue , The University 
Press, Chicago, 1940. 

■^Lindman, Erick L. , The Development of an Equalized 
Matching Formula for Apportioning State Aid for Construction of 
School Buildings , unpublished doctoral dissertation. School 
of Education, University of Washington, Seattle, 1947. 

O 
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of small districts and construction of needed facilities at 
permanent school centers were required. State funds ranging 
from 25 percent to 75 percent of requirements were provided. 

During the past two decades status reports on facets 

of public school capital outlay financing have come from 

15 

several sources. Lindman, Hutchins, Morphet and Reller 
published a cooperative study by the Office of Education and 
the University of California, Berkeley, in the early 1950's. 
This study reviewed state provisions for financing public 
school capital outlay. Policies and practices of states 
which participated in financing public school facilities were 
analyzed. Sixteen major characteristics of satisfactory 
programs of state and local support of capital outlay were 
determined. 

1 6 

Hutchins and Deering examined capital outlay 
financing in 1959. Local and state financing practices, 
procedures, and new developments were delineated. State 
grants, state loan funds, building authorities, and local 
financing ware studied in detail. 



^Lindman, Erick L. ; Hutchins, Clayton D.j Morphet, 
Edgar L.; and Relier, Theodore L. , Financing Public School 
Capital Outlay Programs , United States Government Printing 
Office, Washington, 1951. 

■^Hutchins , Clayton D. , and Deering, Elmer C. , 
Financing Public School Facilities , U. S. Department of 
Health, Education , and Welfare, United States Printing 
Office, Washington, 1959. 
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Barr and Wilkerson determined the trends in state 
participation in capital outlay support from the mid 1930's 
to the mid 1960's. Forty states reported loans or grants 
for capital outlay purposes in the years following World 
War II. Many of the state programs were meager and applied 
to only a few districts. The total amount of state funds 
utilized in these programs had increased to $750 million 
annually in 1964-65. 

1 8 

Barr and Garvue examined the principles and practices 
of financing public school capital outlay in a recent publi- 
cation of the national Conference of Professors of Educational 
Administration. State and local financing of capital outlay, 
revenue sources, debt theory and applicable public finance 
theories were analyzed. 

The Research Division of the National Education 
Association and the Office of Education have also periodically 
examined and inventoried school finance programs including 
grants and loans for public school capital outlay and debt 
services. The last in this series was prepared by Thomas 
L. Johns in 1969. This series has been extensively used by 



^Barr, W. Monfort and Wilkerson, William R. , "State 
Participation in Financing Local Public School Facilities," 
Trends in Financing Education , Committee on Educational Finance, 
National Education Association, 1965. 

l®Barr, W. Monfort and Garvue, Robert J., "The Theory 
and Practice of Financing Public School Capital Outlays," 
Chapter IX taken from The Theory and Practice of School Finance , 
edited by Warren E. Gauerke, and Jack R. Childress , Rand 
McNally and Co., Chicago, 1967. 

19 Johns, Thomas L. , Public School Finance Programs , 
^.968-69 , Office of Education, Washington, D. C. , 1969. 
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students and practitioners in the states as a means of 
determining changing trends in school finance programs. 

Federal Interest in Support of Public School Con- 
struction . Following World War II, a national inventory 
of school facilities needs was prepared by the U. S. Office 
of Education^® pursuant to Title I of Public Law 815. 

Legislation for general federal support of public school 
capital outlay was introduced during the 1950's and early 
1960's, but was not enacted. The hearings and supporting 
documents for this legislation give some insight into the 
possibility of coordinated local, state, and federal programs 
for support of capital outlay. 

The 84th Congress considered, but did not enact, a 
program of federal assistance for school construction 
following the White House Conference on Education. Determina- 
tion of school building needs and the financing of school 

. . . . 21 
construction were included in the hearings . 

The related literature on the financing of public 
school capital outlay often has been pragmatic, sporadic, 
and isolated from the most meaningful research in school 
finance. Little attempt has been made to incorporate the 

20 

U. S. Department of Health, Education, and Welfare, 
Report of the Long Range Planning Phase of the School Facilities 
Survey, United States Government Printing Office, Washington, 
1955. 

21 

The Committee for the White House Conference on 
Education, A Report to the President , Washington, D. C., 
Government Printing Office , 1956. 
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research findings of other disciplines. Concepts such as 
systems theory, systems analysis, and planning-programming- 
budgeting have apparently not been utilized or considered. 

The National Educational Finance Project is engaged 
in research which will utilize the theories, concepts, and 
techniques from school finance, public finance, economics, 
and systems analysis in order to derive a series of models 
for financing public schools in the United States. Models 
should be developed in the same manner for financing the 
capital outlays of these public schools. These models 
should be sufficiently flexible to permit their incorporation 
in or close association with the overall models for public 
school finance. They should also be sufficiently diverse 
to facilitate utilization in states and territories with a 
variety of tax systems and organizational patterns for public 
schools . 
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CHAPTER II 

PUBLIC SCHOOL CONSTRUCTION 
FINANCE TRENDS 

Financing construction of public school facilities 
was of no great concern in early years. District schools 
were often constructed from native materials using volunteer 
labor available in the district. Schoolhouse raisings were 
often an outstanding social event which broke the monotony 
of life in pioneer districts. 

A hundred years ago state legislatures were enacting 
special laws which permitted issuance of bonds for school 
construction by specific s hool districts or municipalities. 
Little state concern regarding school facilities financing 
was shown except to protect bond purchasers, to limit amounts 
spent for construction, and to limit public debt. State 
participation in financing public school construction was 
twentieth century development spurred by the growth of state 
minimum standards for schoolhouse construction. Tha most 
rapid development of state grant and loan plans in support 
of capital outlay and debt service dates from the close of 
World War II. 



Construction Trends 

United States Office of Education statistics, over 
the years, have reported total capital outlay and debt 
service costs, costs per classroom, and costs per pupil. 
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Although such generalized measures are of limited value, 
they do indicate the trends in the amount of public school 
construction, trends in financing capital outlay and debt 
service, and the average expenditure per pupil and per class- 
room. The fact should be stressed that the detail of 
variations among and within the states disappears when 
viewing the national picture. Significant national trends, 
however, do appear when examining the published data. 

Jimount and Sources of School Construction Funds . 

Table 2.1 shows the expenditures for school capital outlay 
during the fiscal years 1950 through 1968. Dollar amounts 

tl 

quadrupled during the fiscal years 1950 through 1968. The 
Office- of Education recently estimated that 98 percent of 
capital outlay was used for sites, structures, and equipment 
while only two percent was used for school bus purchases. 

State reports on which the summaries were based were not 
conducive to further detail, except in specific states. The 
50 states, during 1967-68 reported total expenditures of 
$4.3 billion for capital outlay. Of this amount $3.5 billion 
was supplied by local districts or municipalities, $512 mil- 
lion by the states, and $76 million by the Federal government. 
Quasi-governmental agencies, such as building authorities, 
supplied $164 million, or 3.3 percent of the total.'*' 

■^Office of Education, Statisti cs of State School 
Systems , 1967 - 68 , Washington, D. C., TS70. 



TABLE 2.1. TOTAL CAPITAL OUTLAY AND PERCENTAGES PROVIDED BY GOVERNMENTAL AGENCIES, 1949-50 THROUGH 
1967-68 

(amount in millions) 
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Funds for capital outlay from other than local sources 
have increased since 1949-1950. Federal funds, principally 
distributed pursuant to the provisions of Public Law 815, 
reached their maximum during the Korean conflict in 1953-54 
as a result of Federal activities which resulted in rapid 
enrollment increases in specific areas. The $105 million 
in Federal grants represented slightly less than five percent 
of public school capital outlay in that year. State funds 
for capital outlay approached one-half billion dollars in 
1963-64, or approximately 15.5 percent of the total $3,135 
billion expended in that year. Provision of funds by non- 
governmental authorities reached $242 million in 1957-58. 

Of the total expended for capital purposes, the amount 
of local funds ranged from 77.7 percent in 1953-54 to 82.5 
percent in 1967-68 although significant amounts were provided 
by other sources. Local funds, because of the tax structure 
of most of the 50 states, were derived principally from the 
sale of school building bonds which usually were retired 
from local property tax revenue receipts. 

Bond Sales . Not only have local governments carried 
the major financial burden in providing public school 
facilities, but sale of bonds has been the dominant means 
by which funds were obtained. The amount of bonds sold 
increased from $854 million in 1949-50 to $2,917 billion 
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in 1967-68. As shown in Table 2.2, bond sales since fiscal 
1950 have provided from 61 to 86 percent of funds for capital 
outlay. Other sources of funds increased from $160 million 
in fiscal 1950 to nearly $1.8 billion in 1968-69. 2 



TABLE 2.2. RELATIONSHIP BETWEEN TOTAL CAPITAL OUTLAY AND 
BOND SALES, 1950-1968 

(amount in millions) 



School 

year 


Capital outlay 


Total 


Amount 
from bond 
sales 


Percent 

of 

total 


Amour, t 
from 
revenues 


Percent 

of 

total 


1949-50 


$1,014 


$ 854 


84.2 


$ 160 


15.8 


1951-52 


1,563 


957 


61.2 


606 


38.8 


1953-54 


2,200 


1,667 


75.6 


543 


24.4 


1955-56 


2,607 


1,804 


69.2 


803 


30.8 


1957-58 


3,062 


2,420 


79.1 


642 


20.9 


1959-60 


2,823 


2,195 


77.8 


628 


22.2 


1961-62 


2,987 


2,568 


86.0 


419 


14.0 


1963-64 


3,135 


2,569 


82.0 


566 


18.0 


1965-66 


3,755 


2,883 


76.8 


872 


23.2 


1967-68* 


4,300 


2,917 


67.8 


1,383 


32.2 


1968-69* 


4,700 


2,904 


61.8 


1,796 


38.2 



*Estimates from the Office of Education. 

Sources: Office of Education, Statistics of State 

School Systems . OE 20020, A Biennial Report, WasKTngton, 
D. C. ? Office of Education, Bond Sales for Public School 
Purposes, an annual publication by the National Center for 
Public School Statistics. 



2 

Office of Education, Bond Sales for Public School 
Purposes , 1967-68 , Washington, D. C. 
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Classroom Cost. As may be seen in Table 2.3, the 
annual number of new classrooms constructed increased from 
30,900 in 1949-50 to 75,400 in 1967-68. The annual number of 
classrooms constructed in the nation has remained relatively 
constant since 1965, except for the 1968-69 decrease to 
69,700 . 



TABLE 2.3. TOTAL CAPITAL OUTLAY PER CLASSROOM UNIT COMPLETED, 
1949 THROUGH 1969 





Year 


Classroom 

units 

completed 


Capital 
outlay 
(amount in 
millions) 


Average amount 
per 

classroom unit 



1949-50 


30,900* 


$1,014 


$32,815 


1951-52 


44,600* 


1,563 


35 ,044 


1953-54 


58,800* 


2,200 


37,414 


1955-56 


63,285 


2,607 


41,195 


1957-58 


72,070 


3,062 


42,486 


1959-60 


69,400 


2,823 


40,677 


1961-62 


72,089 


2,987 


41,434 


1963-64 


64,000* 


3,135 


48,984 


1965-66 


71,000 


3,755 


52,887 


1967-68* 


75,400 


4,300 


57,029 


1968-69* 


69,700 


4,700 


67,432 



*Estimated. 

Source: Office of Education, Fall 1968 Statistics 

of Public Schools , National Center for Educational Statistics , 
and Statistics of State School Systems, OE 20020, Washington, 

D. C. 




